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Introduction
The role of FDI in the economic growth has been at the heart of debate in developing countries such as Pakistan, India,Vietnam and many countries of transition in Central and Eastern Europe. Because the impact of foreign direct investment on economies mixed with a belief that FDI has a beneficial impact on economic growth; so this belief triggered a large body of literature about its impact on many economic features such as GDP, income, wealth, and productivity. A significant number of research (Benacek, Gronicki, Holland, & Sass, 2000; Javed, Sher, Awan, & Ashfaq, 2012; Ray, 2012) based on the assumption that FDI has a positive and effective role in economic growth. This fact has some merit on the surface; however the case of Libya seems quite different; where this impact was either weak or negative in the period between 1990 and 2010. Also, (Yousaf, Nasir, Naqvi, Haider, & Bhutta, 2011) indicate that the effect of FDI on economic growth is negative in Pakistan.
Furthermore, foreign Direct Investment (FDI)has been considered not only a significant source of external resource flows of money, technology, know-how, to developing countries over the years but also a substantial part of capital formation in these countries. Therefore, we should know what is the key factor that leads to the success of FDI in the host countries? Economists believe that, a recipient developing country only achieves benefits from FDI once they have sufficient absorptive capacity related to human capital resource, financial systems, physical infrastructure, technological, and institutional development. Some policies that improve host country absorptive capacities such as good education and training are extremely recommended (Massoud, 2008; Nauyen, Duysters, Patterson, & Sander, 2009) .
If the mentioned conditions are being provided the host countries would have benefit from FDI inflows. Because it is well-established that, both policy-makers and economists believe that, the free flow of capital across national borders allows capital to seek out the highest rate of return. Furthermore, unrestricted capital inflows may also offer several other advantages. According to, (Feldstein, 2000) international flows of capital lower the risk faced by owners of capital by granting them to diversify their lending and investment. Also, the global integration of capital markets can contribute to the spread of best practices in corporate governance, accounting rules, and legal traditions. Furthermore, the global mobility of capital limits the ability of governments to pursue bad policies. Also, the FDI has its benefit on other features of economy for example; firstly FDI allows the transfer of technology particularly in the form of new varieties of capital inputs that cannot be achieved through financial investments or trade in goods and services. FDI can also promote competition in the domestic input market. Secondly, recipients of FDI often gain employee training in the course of operating the new businesses, which contributes to human capital development in the host country. Lastly, profits generated by FDI contribute to corporate tax revenues in the host country (Loungani & Razin, 2001) .
Despite the straightforwardness of the argument, empirical evidence on a positive relationship between FDI inflows and host country economic growth has been elusive. When a relationship between FDI and economic growth is established empirically it tends to be conditional on host country characteristics such as the level of human capital. Accordingly, this study aims to analyse the impact of FDI on Libyan economic growth. The period from 1990 to 2010 chareterised by the fluctuation from negative figures in 1990s to high numbers in the early years of this millenium. Many analyses have been used in this research such as time-series anaysis, correlation analysis and regression analysis to find out the relationship between the economic growth and the FDI inflows to Libya. Also, the other analyses were used to compare the impact of FDI on Libyan economy to other countries in transition in Eastern Europe. So, the results show that this impact was different between Libya and the mentioned countries.
The Review of Literature
Account of economic growth is a key question in economics; so this question brings to existence a large body of research. One of key factors that has a significant effect on economic growth in developing countries is FDI. Most research do not give a robustevidence about this impact. For example, whereas there was a positive effect of FDI on economic growth in India and some countries in Central and Eastern Europe; however FDI had a negative impact in Pakistan .It well-established that, the positive impact relies not only on technology which provides an important link between FDI inflows and host country economic growth, but also on Inflows of physical capital that increases the rate of economic growth. Accordingly, to benefit from FDI in terms of economic growth host countries should have good infrastructure, skilled worker to absorb the technology and physical capitals. Obviously, the Libyan economy is highly dependent on oil and gas prices rather than any economic factors, for example agriculture contribute only 4 per cent of GDP (GAI, 2008) . Also, the contribution of tourism to GDP in 2011 was -6.5 (WTTC, 2012). These facts show that the Libyan economy heavily dependent on natural resources. The chart -3 shows the direct relationship between the oil price and GDP. It can be seen that GDP increases when oil prices rise and vice versa. This might indicate that the impact of FDI on the Libyan economy is weak and its contribution was limited.
Chart 3. The relationship between Oil Price and GDP (OPEC, 2010) and (Mundi, 2012) .
Methodology
The aim of this paper is to examine the relationship between economic growth and FDI in Libya using the annual data of the period, 1990 to 2010 which cover the 21 annual observations. The two main variables of this study are economic growth and FDI. The real Gross Domestic Product (GDP) is used as the proxy for economic growth in Libya and we represent the economic growth rate by using the constant value of Gross Domestic Product (GDP) measured in US dollar. All required data for the sample period is obtained from the international institutions such The World Bank, IMF and UNCTAD the United Nations Conference on Trade and Development. The study also compares the performance of FDI in Libya and some countries in transition in Eastern Europe. Accordingly, many analyses have been used in this study such as: time-serious analysis, regression analysis, the correlation analysis, ratio analysis, and standard deviation to find out the impact of FDI on Libyan economic, and how the Libyan transitional economy followed the trajectory of other transitional economies and in what ways has it differed from other transitional economies.
Analyses and Results
The growth of international economic activities can be driven by both economic and technological components. It is also driven by the on-going liberalisation of Foreign Direct Investment (FDI) and trade policies. One prominent characteristic of this phenomenon is the circulation of private capital flow in the form of foreign direct investment (FDI) towards developing countries, especially after 1990s. According to International Monetary Fund (IMF), FDI refers to "an investment that is made to acquire a lasting interest in enterprises operating outside of the economy of the investor". Thus, the investor's purpose is to have an effective voice in the management of the enterprise. FDI is the process by which the residents of one country (the source country) acquire the ownership of assets for the purpose of controlling the production, distribution and other productive activities of a firm in another country (Ray, 2012) .
Data from Libyan authorities on FDI is unavailable and difficult to obtain; accordingly, I resorted to the international institutions to find the required data. We believe that the period of international sanctions did not enormously affect the FDI inflow to Libya. My point of view, the sanctions were imposed only on flights and arms trades. Consequently, the response of the regime was to prevent the international companies from investing in Libyan territories. This fact is clearly seen from the negative figures of FDI in 1990s when the outflows of FDI exceeded inflows chart 2.
Time series analysis:
The data from Libya about foreign direct investment is fluctuating from negative figures to enormous numbers in the first decade of this millennium. Accordingly, we used this model to get meaningful results about the futurist impact of FDI on Libyan economy. So, we found that the time-series following the random component; which is often referred to as "noise" in the data. A time-series with no identifiable pattern is completely random and contains only noise (Groebner, Shannon, Fry, & Smith, 2011 Source: World Bank 2011.ISE: individual seasonal effect. Centred moving means: A specified moving average is used to smooth time-series data. It forms a new smoothed series in which the irregular component is reduced.
ISE is the individual seasonal effect is the difference between the raw data and the centred moving average. This is done for all available moving mean values. The individual seasonal effect is how far a data value is above or below the moving average. If the individual seasonal effect is positive the data value is above the moving average.
Chart 4. Time-series trends in Libyan FDI inflows
From the table and chart it can be seen that, the FDI to Libya fluctuated from negative figures such as -127.9 million in 1998 to 3,850 million in 2006. Making forecasting for the next years is very difficult for two reasons; firstly, the enormous fluctuation in data makes it difficult to forecast the forthcoming years. So, it's random component and contains only noise. Secondly, the overall transition in both political and economic features that happened in Libya after February 2011might have a different impact on FDI in the forthcoming years.
FDI performance index
According to (UNCTAD 2009), the Inward FDI Performance Index ranks countries by the FDI they receive relative to their economic size. It is the ratio of a country's share in global FDI inflows to its share in global GDP. A value greater than one indicates that the country receives more FDI than its relative economic size, a value below one that means the country receives less (a negative value means that foreign investors disinvest in that period). Thus the index illustrates the influence of FDI on factors rather than market size, assuming that, other things being equal, size is the "base line" for attracting investment. The other factors can be diverse, such as business climate, economic and political stability, the presence of natural resources, infrastructure, skills and technologies, to opportunities for participating in privatisation or the effectiveness of FDI promotion. Therefore, we compare the FDI performance index among Libya and other countries in transition such as Latvia, Ukraine, Czech Republic, Poland, and Hungary. The following table shows data about these countries in terms of FDI performance index. Where; INDi, the inward FDI performance index of the ith country. FDIi, FDI inflows in the ithcountry.FDIw, world FDI inflows. GDPiGDI in the ith country.GDPw World GDP. Regression coefficient and ANOVA analysis which used in this part is a parametric procedure used to determine the statistical significance of the difference between the means of two or more groups of values. By parametric, it is meant that the data is normally distributed in a normal or bell-shaped curve. Accordingly, it used to find out the relationship between the Libyan transition economy and other transition economies in Eastern Europe in terms of performance index. The coefficients with the exception of Ukraine ranging between (-0.219 and 0.067) that means apart from Ukraine the relationship is very weak. Apart from Ukraine Correlation analysis of data refers to negative relation. Also, standard deviation refers to the same results. ANOVA analysis illustrates the same outcomes; where number of p-value in column 6 is big and (should be 0.05 or less). Also, the chart -5 shows that the relationship among the Libyan FDI performance and some countries in transition is either negative or weak.
Chart 5. The linear relationship of FDI performance index between Libya and some countries in transition
FDI inward potential index
This index evaluates the host country ability to attract FDI flows vis-à-vis other countries. So, the Inward FDI Potential Index captures several factors (apart from market size) expected to affect an economy's attractiveness to foreign investors. It is an average of the values of many variables: the rate of GDP growth over the previous 10 years, which is proxy for expected economic growth. Also, it includes the share of exports in GDP, to capture openness and competitiveness. Furthermore, this indicator considered as an indicator of modern information and communication infrastructure, and the share of R&D spending in GDP, to capture local technological capabilities, the share of tertiary students in the population, indicating the availability of high-level skills, the world market share in exports of natural resources, to proxy for the availability of resources for extractive FDI. This indicator may include the share of world FDI inward stock, a broad indicator of the attractiveness and absorptive capacity for FDI, and the investment climate. The following table shows the FDI potential index for Libya and some countries in transition. I use the linear regression analysis to find out the relationship between these countries in terms of FDI potential index. In terms of FDI potential index figures refers to a positive relationship in the mentioned countries in transition. Correlation is significantly big except Ukraine where the relationship is positive but weak. Also, standard deviation indicated to consistency in figures, and low scatter of the values. From the tables (6) and (7) and chart (6) it can be seen that the relationship between the variables are positive. This does not mean that the performance is very good but the relationship between these countries is very strong. However, if a comparison has been made between Libya and some developed countries in terms of FDI potential index such as Australia, Germany and Singapore in the period 1998 to 2006 correlation results would be (-0.707, -0.540, and -0.418) respectively, that is negative relationship between these economies in terms of FDI potential index. 
FDI/GDP Ratio
FDI normalized by the size of the host economy which is an indicator of the attractiveness of an economy to draw FDI (Quader, 2010) . A country with a ratio of FDI to GDP that is greater than one is reckoned to have received more FDI than that implied by the size of its economy. It indicates that the country may have a comparative advantage in production or better growth prospects reflecting larger market size for the foreign firm. On the other hand, a country that has the ratio value of less than one may be more protectionist and technologically backward, or may possess a political and social regime that is not conducive for investments. Overall, FDI-GDP ratio is an index of the prevailing investment climate in the host economy. Table ( 8) illustrates this index in case of Libya Table 8 . The FDI/GDP ratio and GDP real growth (UNCTAD 2011 , World Bank 2010 R 2 = 6 percent. This refers to the heterogeneity of the figures. Also, by calculation the correlation between these figures it is only 0.24 which less than 30 percent referring to the weak relationship between FDI and GDP annual change.
Chart -7 the linear relationship of FDI/GDP annual change
The table indicates that R 2 is very low = 6 percent illustrating that relationship between the mentioned variable (FDI/GDP ratio and GDP growth) is very weak. Furthermore, the correlation between the percentage change of GDP and FDI is very weak. Where, this number is less than 30 percent. That is, the impact of the FDI on economic growth is very limited.
Conclusion
Despite the remarkable role of FDI in the economic growth in many countries around the world; its contribution to the Libyan economy seems very weak. This can be seen in the first years of transition from the socialism to the free-market. Therefore, the fluctuation of FDI figures makes forecasting the forthcoming years difficult or may be impossible. Furthermore, the study reveals that Libyan economy did not follow the trajectory of other countries in transition in terms of FDI. For example, the performance index is unlike to those in Eastern Europe. The similarity in terms of FDI does not mean that these countries including Libya do very good; because the comparison with other countries such as Australia, Germany, and Singapore refers to negative relationship. Also, FDI/GDP ratio is indicates that, the ratio is very low or even negative in the period from 1996-1998. That is, the impact of FDI on Libyan economy is weak. Finally, the generalisation of the notion of the positive impact of FDI on economic growth is very sensitive issue. Because every country has its own political and economic factors and environment, and each case (country) should be studied separately.
